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THE CONSUMER PRICE INDEX - past, future and - FOR 1975
The Consumer Price Index, often mis-
labeled the Cost-of-Living Index, is in
the process of revision. The two are
not identical;in fact, there is at pre
sent no such thing as a cost-of-Iiving
index. However, in "normal" times there
would be little difference. A true
cost-of-Iiving index would have to re
late to almost each individual in the
country and changes in their incomes
and expenditure patterns.
The current CPI does not accurately
reflect all of these considerations. It
is usually very close to it but during
periods of rapidly changing prices
and/or changes in the quality of pro
ducts included in the "market basket"
it does not provide as precise a mea
sure as it should for its three main
uses - as an indicator of inflation, a
deflator of other indexes, and an esca
lator .
As an example, the prices of various
items in the 400 measured for the Con
sumer Price Index (based on 1967 prices
but of a particular mix of purchases
recorded in 1963) is out of date again,
and for obvious reasons. Thus, the De
partment of Labor has decided that in
such a rapidly changing world some in
dex is required that not only adjusts
the base commodities more frequently
than every ten years or so but also
keeps tabs on current conditions, both
price- and quality-wise as well as in
the basic composition of the basket.
Lack of space prevents us from dis
cussing all of the intricacies of the
changes and their implications. Perhaps
another simple example is in order,how
ever. The present CPI includes the
prices of 1967 automobiles, a number of
pounds of steak and hamburger and other
diverse items, but ignores income taxes
and other taxes paid. Obviously, both
the prices and qualities of these are
out of step, including most likely the
quantities purchased of each because of
relative price changes. Initially, some
inaccuracies will still exist in the
changes scheduled to begin in April of
1977.This is primarily due to the fact
that 1972-73 purchases will be used as
a base. However, the new series should
more nearly reflect the impacts on a
larger segment of the population than
the current index which measures
changes in the prices of a constant
market basket of goods and services for
urban wage earners and clerical workers
only.
Until the new indexes are available,
we will have to continue to use the CPI
as it is now composed, recognizing that
its meaning may not be as precise a
measure as we might wish. No one will
dispute the fact, however, that prices
in general have risen sharply in the
last three years.
The indexes for all items, based on
1967 prices as 100.0,are shown in Table
I for each month of 1973, 1974 and 1975
as well as the averages for each of the
years. This table can serve two pur
poses. First, it will provide those who
use the index the appropriate infor
mation for 1975. Secondly, it, along
with Table II which supplies data for
the years since 1967, gives an idea of
the trend of the index and illustrates
the rapid rise in the index in the
last three years after a slowing down
period during 1971 and 1972. The over
all CPI percentage change for 1975
dropped to 9.1 percent from the high
annual average for 1974 of II.0 per
cent. A similar analysis would show that
Table I. CPI-All Items
1967=100.0
1973 1974 1975_
Jan. 127.7 139.7 156.1
Feb, 128.6 141,5 157.2
Mar. 129.8 143.1 157.8
Apr. 130.7 143.9 158.6
May 131.5 145,5 159.3
June 132.4 146.9 160.6
July 132.7 148.0 162.3
Aug. 135.1 149.9 162.8
Sept. 135.5 151.7 163.6
Oct. 136.6 153.0 164.6
Nov. 137.6 154.3 165.7
Dec. 138.5 155.4 166.3
Ave: 133.1 147.7 161.2
the peak monthly increase seems to have
been reached in December of 1974 when
the change from December 1973 was 12.2
percent. From December 1974 to December
1975 the rate of increase had slowed to
7.0. Therefore, while it is expected
that the index will continue to rise,an
upturn in the economy and a slowing of
inflation may well bring it back to a
lower annual rate of increase again
ranging in the neighborhood of a growth
rate of 5-7 percent for 1976.
Table II. Annual Changes in CPI
1967=100.0
Year
1968
Average
CPI
104.2
% Change from
Year Earlier
4.2
1969 109.8 5.4
1970 116.3 5.9
1971 121.3 4.3
1972 125.3 3.3
1973 133.1 6.2
1974 147.7 11.0
1975 161.2 9.1
Robert J. Antonides, Extension Economist—Marketing
AGRI-BUSINESS DAY, TUESDAY APRIL 6
(3300 printed at an estimated cost of Ip each for educational purposes.)
Educational programs and materials are offered to all people without regard to race, color, religion, sex or national origin.
Cooperative Extension Service
U. 5. Department of Agriculture
South Dakota State University
Brookings, South Dakota 57006
OFFICIAL BUSINESS
PENALTY FOR PRIVATE USE SSOO
Economics Newsletter
AN EQUAL OPPORTUNin EMPLOYER
Postage and Fees Paid
U. S. Department of
Agriculture
AGR 101
Third class mail
(Bulk Mail)
